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SUBJECT: BURNS TRAVEL TO TOKYO 

1 . REACTIONS TO PRESIDENT CARTER'S ANTI-INFLATIONARY PRO- 
POSALS APPEAR TO HAVE BEEN MIXED. A NUMBER OF LEADING 
BUSINESSMEN PRAISED THE PROGRAM AND THERE SEEMS TO HAVE 
BEEN RELIEF IN THE BUSINESS COMMUNITY THAT NO WAGE AND 
PRICE CONTROLS WERE INCLUDED AMONG THE PROPOSALS. ON THE 
OTHER HAND, SEVERAL LEADING ECONOMISTS HAVE COMMENTED IN A 
NEGATIVE VEIN, STRESSING IN PARTICULAR THAT THE PROGRAM 
CONTAINS NOTHING NEW. POLITICAL REACTION SEFMED DIVIDED 
MAINLY ALONG PARTY LINES. THERE WAS LITTLE APPARENT REACTION 
TO THE PROPOSALS IN DOMESTIC FINANCIAL MARKETS. DEBT 
MARKETS WERE STEADY TO SLIGHTLY BETTER. IN THE STOCK MARKET 
THE DOW JONES INDUSTRIALS WERE DOWN ABOUT FOUR POINTS. 

2. FOREIGN EXCHANGE MARKETS WERE RELATIVELY QUIET TODAY 
EXCEPT FOR THE CANADIAN DOLLAR WHICH DECLINED TO A NEW LOW 
OF 87.07 FOLLOWING NEWS OF A LARGE INCREASE IN CANADIAN 
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CONSUMER PRICES. THE TRADE- WEIGHTED VALUE OF THE U.S. 

DOLLAR ROSE 2 TENTHS TODAY: PARTICIPANTS IN FOREIGN EXCHANGE 
MARKETS INITIALLY REACTED A BIT NEGATIVELY TO THE PRESIDENT’S 
PROPOSALS FOR CONTROLLING INFLATION, BUT SENTIMENT CHANGED 
LATER IN LIGHT OF INDICATIONS OF A MORE FAVORABLE REACTION 
IN THE U.S. BUSINESS COMMUNITY. APPARENTLY, MANY BUSINESS- 
MEN WERE RELIEVED THAT NO WAGE-PRICE CONTROLS WERE INCLUDED 
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AMONG THE PROPOSALS. GOLD ROSE SLIGHTLY TO $180 TODAY. 

3. BRITISH CHANCELLOR HEALEY PRESENTED HIS BUDGET ON 
TUESDAY FOR THE FISCAL YEAR THAT STARTED THIS MONTH. THE 
BUDGET HAS BEEN DESCRIBED AS MILDLY STIMULATIVE. MR. HEALEY 
SAID THAT THE BRITISH ECONOMY WOULD HAVE GROWN BETWEEN 2 
AND 2-1/2 PER CENT THIS YEAR. THE BUDGET MEASURES SHOULD 
INCREASE THE GROWTH RATE TO AROUND 3 PER CENT IN THE NEXT 
TWELVE MONTHS, THE HIGHEST RATE IN FIVE YEARS. VIRTUALLY 
THE ENTIRE STIMULUS OF THE BUDGET IS PROVIDED THROUGH TAX 
CUTS FOR INDIVIDUALS. FOR INDIVIDUAL TAXPAYERS, THE 
BUDGET PROPOSED A CUT OF $4.5 BILLION. IN THE AREA OF 
MONETARY POLICY, MR. HEALEY NOTED THAT IN THE FISCAL YEAR 
JUST ENDED, THE STERLING-DENOMINATED M3 HAS EXPANDED BY 
JUST UNDER 14 PER CENT, A RATE SLIGHTLY ABOVE THE TARGET 
RANGE OF 9 TO 13 PER CENT. FOR THE PRESENT FISCAL YEAR, 

THE GROWTH RATE TARGET WILL BE SET BETWEEN 8 AND 12 PER 
CENT; THIS TARGET RANGE WOULD NOT, HOWEVER, BE SET FOR THE 
FULL YEAR, BUT WILL BE A "ROLLING" ONE, WITH TARGETS ROLLED 
FORWARD EVERY SIX MONTHS. MR. HEALEY SAID THAT STERLING 
SHORT-TERM INTEREST RATES ARE NOW LOW COMPARED WITH THE 
U.S. AND EURODOLLAR RATES AND HE HAS, THEREFORE, ACQUIESCED 
TO AN INCREASE IN THE BANK OF ENGLAND’S MINIMUM LENDING 
RATE FROM 6-1/2 TO 7-1/2 PER CENT, EFFECTIVE WEDNESDAY. 

PUBLIC SECTOR BORROWING REQUIREMENT WILL BE ABOUT $16 
BILLION FOR THIS YEAR THE CHANCELLOR ESTIMATED. HE PRE- 
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DICTED THAT THE U.K. INFLATION RATE WILL LIKELY DROP TO A 
7 PER CENT ANNUAL RATE BY SPRING OR EARLY SUMMER. IN THE 
FIRST QUARTER PRICES ADVANCED AT A RATE OF ABOUT 9.5 PER 
CENT, DOWN FROM 13.5 PER CENT IN THE FOURTH QUARTER. 

4. DURING HIS BUDGET PRESENTATION, MR. HEALEY SAID, THAT 
HE IS ARRANGING TO PREPAY A SECOND $1 BILLION TO THE IMF 
THIS YEAR. SINCE OCTOBER, HE SAID, BRITAIN HAS ALSO 
ARRANGED TO PREPAY $1 BILLION IN PRIVATE MARKET DEBTS. IN 
ADDITION, ANOTHER $1 BILLION IN DEBTS WILL BE PAID THIS 
YEAR AS THEY FALL DUE. CHRISTOPHER 
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